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Report Summary

The economy finds itself on the backside of the third wave of COVID-19 with the potential for other variants to
arise in the future. For that reason, COVID-19 will remain the largest potential problem for the economy in
2022, although we are hopeful that vaccinations and treatments for COVID-19 will make living with the virus
much more manageable.

Inflation has also become a major issue in the economy with headline inflation hitting a 40 year high at a
reading of 7.1%. Although many of the issues surrounding the rise of inflation are behind us such as the
demand-pull effects such as stimulus checks and enhanced unemployment benefits, COVID-19 has created
numerous other problems mainly on the supply side that is driving up prices through labor shortages.
Bottlenecks in production and distribution will ease as the economy adjusts and action by the Federal Reserve
to control inflation are coming, but our expectations are that after the economy moves through these issues in
the first quarter we will see conditions better through the remainder of the year.

GDP is currently expected to grow at 3.5% for the year which is a higher rate than the 2% we were
experiencing throughout most of the last expansionary period. Mecklenburg County is well positioned to either
thrive in the current year or weather the storm of potential hazards better than the vast majority of other
counties within the Nation.

One reason is the overall attractiveness of the County. People from across the US are moving to Mecklenburg

in search of jobs and for the affordability the County offers over other major US cities. Evidence of this can be

found in the extremely tight housing market which Zillow rated asthe5"hot t est f or 2022. Mot
inventory of housing hitanall-t i me | ow i n December of only 15 daysod w
while elsewhere in the US housing supply is starting to catch up to demand.

We also remain affordable for businesses in which you can read about in greater detail at
https://www.mecknc.gov/Finance/Pages/Economic-Reports.aspx

Note: Unless otherwise noted all dates and charts refer to calendar year

Mecklenburg County Economic Update January 2021 l|Page


https://www.mecknc.gov/Finance/Pages/Economic-Reports.aspx

National Summary

US GDP in the 4™ quarter of 2021 increased by 6.9% beating the
consensus estimates of 5.5% growth for the year. Inventory accumulation
was the key driver of growth following a slowing of consumer spending in
December.

1 Non-Seasonally adjusted unemployment for the nation has continued to improve. In December the
unemployment rate was 3.9%. Employment reports in January beat expectations adding 467,000 jobs
for the month in the face of record COVID-19 cases.

1 In December the Consumer Sentiment Index fell to its lowest reading since November of 2011 at 67.2
as high levels of inflation and COVID-19 swept through the Nation.

9 Inflation has sharply increased due to a rate of 7.1% and is heavily weighing on the minds and wallets
of Americandéds. The Fed has ramped up rhetoric abo
multiple increases to the overnight lending rate this year starting in March.

9 The Presidentd Build Back Better plan failed to garner the needed level of support to pass through
congress which will limit the administration fiscal spending plans.

National Summary |Most Recent |Current Level | 1Yr Ago | 5Yr Ago | 10 Yr Ago
Real GDP Growth Q1 2021 6.9% 4.5% 2.0% 4.6%
Points Variance 2.4% 4.9% 2.3%
US Nonfarm Payroll Dec-21 199,000 -306,000 214,000 202,000
Percentage Change -65.0% 93.0% 98.5%
Inflation Dec-21 7.12% 1.30% 2.05% 3.06%
Points Variance -5.8% -5.1% -4.1%
Consumer Sentiment Jan-22 67.2 79.0 98.5 75.0
Points Variance

National Gas Prices Dec-21 $ 3.31 $2.20 $2.25 $3.27
$ Variance

Notes: Green highlights above show improving statistics; red areas show declining statistics. Inflation was not
given a color ranking as inflation intentionally as it should be viewed in terms of variation from target. Year over
Year (YoY) points refer to percentage point variance. All YoY numbers are expressed in terms of the last
update received. i.e. If the last available update was 2020 then the YoY will compare to 2019. References to
specific dates indicates the YoY is calculated from that date.
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Local Summary

1 The Co u n wne@dmoyment rate at 3.3% as of
December was lower than the national average of 3.7%,
but higher than North Carolina at 3.2%.

1 Sales tax collections through the first four months of the

fiscal year (July T October) were up 24.2% as retail activity increased and refunding activity was lower
at 11.3 million compared to $14.4 million last year.

T The Countyds housi ng mavekgethome prices epdl9.8%hatan gverage prieei t h
of $471,086. The months supply of inventory hit an all time low of 0.5 months supply with only 1,011
homes available for purchase in the month of December.

T The Countyds commer ci adnstroction commetiomawakteetthirdshigteest ef dny c
major US city through the 3rd quarter of 2021 with 2.3 million square foot of new office space added.
Charlotte also ranks 9" in most ongoing construction.

1 The County remains an affordable destination for businesses to relocate with the cost per square foot
of the office, retail, and industrial space coming in below the national levels.

o Office market rents psf. $30.63 in County vs $35.63 in the National market

0 Retail market rents psf. $20.80 in County vs $21.43 in the National market

o Office market rents psf. $5.76 in County vs $6.75 in the National market
Local Summary |Most Recent |Current Level | 1Yr Ago | 5Yr Ago | 10 Yr Ago
Mecklenburg Population Level FY 2020 1,128,945 1,113,283 1,034,049 923,292
Percentage Change 1.4% 9.2% 22.3%
Mecklenburg Poverty Population FY 2020 122,098 112,863 4 145,693 " 141,435
Percentage Change 8.2% -16.2% -13.7%
Mecklenburg Poverty Population % FY 2020 10.8% 10.1% 14.1% 15.3%|
Points Variance 0.7% -3.3% -4.5%
Mecklenburg Unemployment Rate Nov-21 3.5% 6.3% 4.8% 9.8%
Points Variance -2.8%" -1.3% -6.3%|

Notes: Green highlights above show periods of positive results; red areas show declining results.
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Gross Domestic Product

Despite handily beating the consensus expectations (6.9% vs 5.5%), GDP growth in the fourth quarter was
actually slower than expected leading to a lower growth outlook for 2022.

GDP in the fourth quarter increased at 6.9% beating the consensus of 5.5% growth. However, the increase
was largely due to increased inventory levels as retail sales declined in December due to slowing sales as
consumers shopped earlier in the year due to retailers warning of supply shortages. The actual growth of
economic activity removing the effects of inventory shows GDP would have only increased by 2.0%. Looking
forward to 2022 is expected to grow around 3.5% with GDP in the long run slowing to the 2.0% range.

The strongest annual economic growth since 1984 makes a great headline, but the oversized inventory
accumulation will eventually reverse itself and persistently high inflation weighs heavy on the future outlook.
The report does carenpgssessmenttohaastrofgecbdomy and is unlikely to alter their interest
rate path. At this point, the first increase in the overnight target rate since December 2018 is about seven
weeks away.

The report also showed personal saving was $1.34 trillion in the fourth quarter, compared with $1.72 trillion in
the third quarter. The personal saving rated personal saving as a percentage of disposable personal incomed
was 7.4 percent in the fourth quarter, compared with 9.5 percent in the third quarter. This matches the pre-
recession level of savings meaning tailwinds from the government issued checks that were issued last year
that had boosted personal savings to a record high in the second quarter of 2020 to $4.77 trillion, have been
spent.

US Real Gross Domestic Product
(Percentage Chg from Quarter to Quarter)
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Source: Bureau of Economic Analysis
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Employment

Unemployment has continued to improve throughout the Nation with Mecklenburg and North Carolina
experiencing lower levels of unemployment compared to the US. January held up better than expected in the
presence of high COVID-19 cases.

In January total nonfarm payrolls rose by 467,000 in the US, with the unemployment rate rising to 4.4% amid
strong demand for workers at restaurants, retailers and mail and parcel delivery companies. The continued
trend of returning workers to the food service industry has been a welcome trend as the accommodation and
food service industry in Mecklenburg lost the most jobs of any industry with average employment down 11,840
from Q4 2019 to Q2 2021.

In December, average hourly earnings for all employees on private nonfarm payrolls increased by 19 cents to
$31.31. Over the past 12 months, average hourly earnings have increased by 4.7 percent. In December,
average hourly earnings of private-sector production and nonsupervisory employees rose by 18 cents to
$26.61.

Mec k|l enbur g6 s Decembeoamountedrtac683,1l1nwvith 612,531 employed and 20,780 unemployed.
In December of 2019 the labor force was 626,669 with 607,754 and 18,945 unemployed which shows we are
now above pre-recession levels of employment; however, it is important to remember that while we show
employment has grown, it growth in which we added approx. 15,637 individuals from 2019 to 2020 and likely
will add a similar number when the 2021 figures are available.

Unemployment Rates as of December 2021 (non-seasonally adjusted)

us 3.7%
NC 3.2%
Mecklenburg County 3.3%

Unemployment Rate
(Not Seasonally Adjusted)
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Industry Employment Comparison Q4-2020 to Q2-2021

Transportation and Warehousing
Finance and Insurance

54 Professional, Scientific, and Technical Services 60,906 59,648

51 Information 19,994 19,533

31 Manufacturing 34,882 34,645

22 Utilities 1,887 1,716

21 Mining 199 176

23 Construction 36,768 36,779 (11) 0.0%
ali Agriculture, Forestry, Fishing and Hunting 885 957 (72) -7.5%
53 Real Estate and Rental and Leasing 14,149 14,369 (220) -1.5%
42 Wholesale Trade 36,864 37,098 (234) -0.6%
62 Health Care and Social Assistance 83,728 83,971 (243) -0.3%
81 Other Services (except Public Administration) 18,834 19,135 (301) -1.6%
92 Public Administration 18,740 19,268 (528) -2.7%
55 Management of Companies and Enterprises 29,114 31,264 (2,150) -6.9%
61 Educational Services 34,524 36,769 (2,245) -6.1%
71 Arts, Entertainment, and Recreation 13,535 16,327 (2,792)

56 Administrative and Support and Waste Management and Remediation Services 61,992 65,084 (3,092) -4.8%
44 Retail Trade 63,953 67,311 (3,358) -5.0%
72 Accommodation and Food Services 53,004 64,844

Grand Total 714,987 726,428 (11,441) -1.6%

62 Health Care and Social Assistance 11.7% 11.6%
52 Finance and Insurance 11.1% 10.2%
44 Retail Trade 8.9% 9.3% -0.3%
56 Administrative and Support and Waste Management and Remediation Services 8.7% 9.0% -0.3%
54 Professional, Scientific, and Technical Services 8.5% 8.2%

72 Accommodation and Food Services 7.4% 8.9%

48 Transportation and Warehousing 7.2% 6.0%

42 Wholesale Trade 5.2% 5.1% 0.0%
23 Construction 5.1% 5.1% 0.1%
31 Manufacturing 4.9% 4.8% 0.1%
61 Educational Services 4.8% 5.1% -0.2%
55 Management of Companies and Enterprises 4.1% 4.3% -0.2%
51 Information 2.8% 2.7% 0.1%
81 Other Services (except Public Administration) 2.6% 2.6% 0.0%
92 Public Administration 2.6% 2.7% 0.0%
53 Real Estate and Rental and Leasing 2.0% 2.0% 0.0%
71 Arts, Entertainment, and Recreation 1.9% 2.2% -0.4%
22 Utilities 0.3% 0.2% 0.0%
11 Agriculture, Forestry, Fishing and Hunting 0.1% 0.1% 0.0%
21 Mining 0.0% 0.0% 0.0%
Grand Total 100.0%  100.0% 0.0%

Source: Quarterly Census Employment and Wages (QCEW)
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Quits and Layoffs

Quits hit an all-time high in November at 4.5 million while layoffs were lower than the months leading up to the
pre-pandemic period.

Layoffs in December were 1.1 million, lower than the months leading up to the pandemic when layoffs

amounted to 1.3 million. Companies now are struggling to hold onto workers as many Americans are

redefining their work habits. The number of individuals quitting their jobs peaked in November at 4.5 million

and in December declined to 4.3 million as the Omicron variant swept through the Country. This exodus from

the workplace has been coined the name the fithe Dbig

Driving this trend has first and foremost been COVID-19 where the need for childcare has forced some parents
to leave their job, while for others it has been a redefining of what they feel is important in their career. We
have seen a surge of new business applications, up 53% over 2019 and companies embracing remote work as
Linkedin reported 1 out of 67 jobs offered remote working opportunities before the pandemic while post
pandemic is showing 1 out of 7 jobs are now offering remote working opportunities.

The development in remote work allowed individuals to expand their job search from the local area to a
national search. Competition remains fierce for companies to retain staff as the COVID-19 pandemic brought
on the early retirement of many in the baby boomer generation which outnumbers the younger generation just
coming into the workforce. This has led to fewer individuals to select from in an economy that just came off of
an annual growth of 6.9%.

US Quits vs Layoffs
(Units in Thousands)
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Source: U.S. Bureau of Labor Statistics and Linkedin
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Inflation

Inflation hit a 40 year high in December with the headline inflation number reaching 7.1%.
Expectations are for inflation to peak in the first quarter and slowly return to the 2% target.

Inflation hit a 40 year high in December with inflation reaching 7.1% and core inflation, that removes food and
energy inflation up 5.5%. The surge in inflationary pressures has been largely because of the pandemic and
the fiscal response to prop up the nationd s e ¢ obLablmmsigortages have increased due to COVID-19 cases
due to early retiring baby boomers and increased sick days from the pandemic. With the latest Omicron
variant, COVID-19 cases peaked at 805,062 cases on January 15" and each of these individuals that tested
positive found themselves unable to go to work for at least five days. As of January 31%" cases have declined
to 456,831 which should start to ease some of the labor markets issues.

On the other hand, on the demand side much of the money from the stimulus checks which averaged $8,900
for a family of three, the $7.1 trillion in fiscal stimulus, and enhanced unemployment benefits and more have
largely been utilized which means most of the demand side factors that were pushing up inflation have begun
to subside.

The Fed has also signaled multiple rate hikes to the fed funds rate this year with most forecasters expecting
four to seven increases which will work to put the brakes on inflation. Based on the improvements in the labor
market, subsiding demand side factors, and intervention from the Federal Reserve, it is expected that inflation
will peak in the first quarter but will remain elevated before slowly returning to the 2% targeted inflation rate as
set be the Federal Reserve.

Source: Bureau of Economic Analysis
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